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During the postwar period 1947-49 the group
of 300 large manufacturing, trade, and utility cor-
porations, for which the Board of Governors regu-
larly compiles balance sheet, income statement, and
sources and uses of funds data, invested their funds
and financed their capital expenditures in roughly
the same manner as all corporations in the aggre-
gate.
1 In 1950, however, there was a marked dis-
similarity in the behavior of the 300 large corpora-
tions and the corporate universe which appears
to be more significant than industrial differences
among large corporations.
Total uses of funds by corporations in 1950
reflected not only the recovery from the 1949 reces-
sion but also developments following the outbreak
of war in Korea. Plant and equipment outlays
of all nonfinancial corporations were nearly as
large during 1950 as in 1948, a year of record ex-
penditures, while accumulation of inventories and
expansion of customer financing were substantially
larger. As a result of these increased requirements
for funds and of further accumulation of cash and
United States Government securities, total gross
uses of funds by all nonfinancial corporations in-
creased from 25 billion dollars in 1949 to 40 billion
in 1950.
For the group of 300 large corporations, the in-
crease in investment was relatively smaller in 1950
than that for all corporations, despite relatively
greater increases in liquid assets and receivables.
Plant and equipment outlays of these large com-
panies declined 8 per cent from 1949 to 1950 in
contrast with an increase of 7 per cent for all cor-
porations, while inventories of the large companies
increased about 9 per cent as compared to a 16 per
cent increase in total corporate inventory holdings.
The group of 300 large corporations in 10 manu-
facturing industries, retail trade, and three public
utility groups, which was selected early in the post-
war period to provide supplementary financial data
1 For description of the large corporation sample and
analysis of its financial experience in previous years, see
Charles H. Schmidt, "Industrial Differences in Large Cor-
poration Financing in 1948," Federal Reserve BULLETIN,
June 1949, pp. 626-33; and Eleanor J. Stockwell, "Indus-
trial Differences in Large Corporation Financing in 1949,"
Federal Reserve BULLETIN, June 1950, pp. 636-42.
for the corporate universe and for the purpose of
studying industrial difierences-in corporate financial
practices, was not expected to be typical of the cor-
porate universe at all times. Large, long-established
corporations are generally more stable and their
relative demands for funds less likely to vary mark-
edly with sudden changes in the business climate
than are those of smaller companies.
Moreover, the group is less heavily weighted than
the corporate universe with companies in such in-
dustries as foods, textiles, apparel, and trade, and
more heavily weighted with companies in the
public utility and durable goods manufacturing
groups. The relatively greater weight in the sam-
ple of the latter groups helps to explain the smaller
growth during 1950 in inventory holdings of the
large companies, as contrasted with those of all
corporations. In addition, plant and equipment
programs in such industries are fairly long-range,
the typical investment taking longer than average
to complete; consequently, their plant and equip-
ment outlays during 1950 might be expected to
reflect gradual completion of earlier programs
rather than upward revisions in capital expendi-
ture programs made during the year.
USES OF FUNDS
Aggregate funds used by the 300 large corpora-
tions for investment in new plant and equipment,
increased customer financing, expansion of inven-
tories, cash, marketable securities, and other assets,
and for retirement of debt amounted to 13.0 billion
dollars in 1950, as compared to 9.5 billion in 1949.
This increase of 37 per cent is considerably less
than the increase of nearly 60 per cent for all non-
financial corporations. Changes from 1949 to 1950
in the aggregate amount of funds used by large
companies varied widely among industries, rang-
ing from increases of more than 80 per cent in
the trade, rubber, and chemical groups to increases
of less than 10 per cent or actual declines in 6
of the remaining 11 industries.
Decline in plant and equipment expenditures. The
300 large corporations as a group invested 6.5
billion dollars in plant and equipment, about 3.5
billion in inventories and receivables, and nearly
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USES AND SOURCES OF CORPORATE FUNDS, 1948, 1949, AND 1950
Uses
Plant and equipment outlays
Inventories (change in book value)
Change in customer receivables







Change in trade debt
Change in income tax liability
Other current liabilities
Change in bank loans


























































































































1 Includes cash, U. S. Government securities, and (for large corporations only) other marketable securities.
* Less than 50 million dollars.
8 Gross uses include those uses which appear in the table as negative sources; gross sources, those sources which appear as negative
s.
4 Funds from operations consist of retained earnings and depreciation allowances.
8 Use of funds.
Source.—All nonfinancial corporations, U. S. Department of Commerce; large corporations, Board of Governors.
3.0 billion in cash, marketable securities, and other
current assets during 1950, as is shown in the
table. Capital expenditures by these companies
last year were 8 per cent smaller than in 1949 and
20 per cent smaller than in 1948. The only in-
dustries that made larger outlays on plant and
equipment in 1950 than in 1949 were the automo-
bile, rubber, iron and steel, and chemical groups.
Immediately after the war, many of the com-
panies included in the sample undertook extensive
programs of reconversion, modernization, replace-
ment, and expansion of facilities. This work has
gradually been completed during the past three
years. Although a large number of the companies
have indicated that they have recently embarked on
new major expansion programs, much of the pro-
posed expansion is in basic productive facilities in-
volving both plant and equipment and requiring an
extended period to complete. Actual expenditures
in connection with such new programs had not
reached sizable proportions by the end of 1950.
At the same time, expenditures in connection with
earlier programs continued to taper off in 1950.
Despite the generally smaller capital expendi-
tures by the sample group of large companies,
however, such outlays accounted for 38 per cent
of all corporate capital expenditures in 1950. Rela-
tive to total uses of funds by the 300 companies,
plant and equipment outlays accounted for 50 per
cent in 1950.
Increase in inventories and customer financing.
The large corporations which comprise the Board's
sample did not, as a group, participate in the
marked expansion of corporate inventory holdings
during 1950. As is shown in the table, the all-
corporate figures show an increase of 7.6 billion
dollars during 1950 compared with 4.2 billion in
1948, while for the 300 companies the comparable
figures are 1.2 billion in 1950 and 1.6 billion in
1948. However, industry by industry, relative
changes in inventory holdings of the large manu-
facturing and trade corporations between the end
of 1949 and the end of 1950 paralleled those for
all corporations; thus, it may be assumed that
the dissimilarity shown by the large corporations
as a group reflects differences in industrial weight-
ing, particularly the underweighting of trade com-
panies in the sample. Large retail trade corpora-
tions, which had reduced their inventories slightly
in 1948 and 1949, increased them by 285 million
dollars, or 20 per cent, in 1950—approximately the
same relative increase as for total retail trade in-
ventories.
The increase from 1949 to 1950 in customer
financing (as represented by notes and accounts
receivable) was much greater for large corporations
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than for all corporations, and followed a larger-
than-average reduction from 1948 to 1949. This
greater volatility can perhaps be explained on the
grounds that large corporations, with their nation-
wide operations and highly liquid financial posi-
tions, have pursued an active policy of financing
their smaller customers and suppliers, and such
financing tends to fluctuate with the volume of
business activity.
Sharp increase in liquid asset holdings. One of
the most pronounced differences between large and
all-corporation uses of funds during 1950 was in
the accumulation of liquid assets. Large corpora-
tions in all industries except food, other transpor-
tation equipment, and electric power and gas added
substantially to their holdings of cash and market-
able securities; for the group as a whole, such addi-
tions accounted for one-fifth of their total uses of
funds, as compared to one-eighth in the case of all
corporations. Put another way, the large corpora-
tions in the Board's sample accounted for 54 per
cent of the growth in liquid asset holdings of all
nonfinancial corporations, as compared to only 16
per cent of the total increase in corporate inven-
tories and 38 per cent of outlays for plant and
equipment.
To a considerable extent, this increase in liquid
asset holdings of large corporations reflects the
sharp rise in their Federal income tax accruals in
1950, which resulted in the purchase of United
States Treasury Savings Notes and accumulation
of other liquid assets to be used to meet tax pay-
ments falling due in 1951. Liquid asset accumu-
lation in the three industries where the 1950 dollar
increase in tax accruals was largest—automobiles,
iron and steel, and chemicals—accounted for 62
per cent of total liquid asset accumulation by the
300 companies, and for 30 to 50 per cent of total
funds used by the three industries. To some
extent, however, the increase in liquid asset hold-
ings by large corporations reflects the existence
of funds in excess of current investment and oper-
ating requirements, as evidenced by net retirement
of short- and long-term bank debt in 8 of the 14
industries, of other long-term debt in 6 industries,
and of capital stock in 7 industries.
SOURCES OF FUNDS
Financing of the 1950 requirements of large cor-
porations was unusually consistent from one indus-
try to another. In 10 of the 14 industries the most
important forms of financing were funds from
operations, income tax accruals, and trade debt,
in that order. In 9 of the 14 industries, as can
be seen from the chart, funds retained from opera-
tions plus accrued income taxes accounted for at
least 75 per cent of total funds. Asset liquidation,
which provided a substantial volume of funds in
most industries during 1949, was negligible in
1950 among all industries except food and other
transportation equipment, where there was some
net reduction of cash and marketable securities.
Equity and long-term debt financing together pro-
vided no more than 8 per cent of total funds in
every industry except electric power and gas and
communications.





















O Trade notes and accounts payable
• All other internal and external sources
Funds from operations. Profits before taxes in-
creased in each of the 14 industries from 1949 to
1950, the increases exceeding 40 per cent in 10 of
the industries. In every industry except nonferrous
metals, however, income tax accruals and divi-
dend payments increased relatively more than
profits, with the result that total funds retained
from operations increased considerably less than
profits before taxes or actually declined, despite
AUGUST 1951 915
Federal Reserve Bulletin: August 1951FINANCING OF LARGE CORPORATIONS IN 195 0
partly offsetting increases in depreciation allow-
ances. For the group as a whole, profits before
taxes increased by 4.6 billion dollars, or 50 per cent,
from 1949 to 1950, and retained earnings plus de-
preciation allowances by 1.3 billion, or 21 per cent.
Income tax accruals as a source of funds. The
much higher level of profits before taxes in 1950,
coupled with the higher Federal income tax rates
effective on 1950 income, resulted in a sharp in-
crease in tax accruals from 1949 to 1950. For all
300 large corporations, the difference between the
tax liabilities accrued on 1950 income and the
amount actually paid during 1950 amounted to
nearly 3 billion dollars. Funds arising from the
increase in income tax accruals were second in
importance only to funds from operations for the
group as a whole, and for 11 of the 14 industries.
The excess of tax accruals over current tax pay-
ments during periods of rising taxes is commonly
considered as a form of external financing, since
the funds represent a deferred liability. The funds
must be available to meet tax payments, and their
use for financing plant and equipment expenditures
or other more or less permanent forms of invest-
ment is therefore largely precluded.
Other sources of funds. Notes and accounts
payable increased from 1949 to 1950 in each of
the 14 industry groups and in 10 of them, as pre-
viously indicated, exceeded any other single source
of financing except funds from operations and
accrued taxes. The increase in business activity in
1950, which was primarily responsible for the rise
in trade debt, however, was not accompanied by a
net increase in bank debt. In fact, repayment of
outstanding bank loans exceeded new borrowing
in 8 of the 14 industries and, in each of the remain-
ing groups except tobacco, net borrowing ac-
counted for 5 per cent or less of total funds. This
experience among the large corporations in the
sample contrasts sharply with the substantial net
increase in bank borrowing by all corporations.
Retirements of other long-term debt and of
capital stock were also common among large
corporations in a number of industries. The 300
large corporations obtained about one billion dol-
lars, or 22 per cent of that for all corporations,
through mortgage loans and security issues; how-
ever, electric power and gas and communications
companies accounted for the entire amount, since
net retirements in 7 of the other 12 groups offset
net additions in 5 groups. In the latter 5 indus-
tries—petroleum, chemicals, nonferrous metals,
retail trade, and railroads—such financing provided
at most 8 per cent of total funds in 1950. Electric
and communications utilities, on the other hand,
continued to finance, as they have throughout the
postwar period, a substantial proportion of their
1950 requirements through equity and debt issues.
NOTE.—Composite Balance Sheet, Selected Income Statement, and Sources and Uses of Funds data
for the sample of large corporations discussed in this article are shown on the following pages.
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COMPOSITE SOURCES AND USES OF FUNDS STATEMENT, 1950 AND 1949
300 LARGE CORPORATIONS IN SELECTED INDUSTRIES



























































































































































































































































































































































































































































































































































































































1 Net profit after taxes plus current depreciation accruals and minus cash dividends paid; nonfund and nonrecurring charges and credits to
income have been eliminated from net profit.
2 Less than 0.5 million dollars.
3 Proceeds from sale of fixed assets and investments, tax refunds, and extraordinary sources of funds.
4 Company figures which in some cases include, and in others exclude, dry hole costs.
5 Prior year tax payments, charges resulting from devaluation of foreign currencies, and extraordinary uses of funds.
6 Included with other short- and long-term liabilities.
7 Includes State income and property taxes.
NOTE.—Figures were derived from income data and year-to-year changes in balance sheet accounts, as shown in the Composite Balance
Sheet and Income Statement. Asset write-ups and write-downs, stock dividends, and other nonfund bookkeeping transfers are not shown sep-
arately, but are eliminated from the income data and changes in balance sheet accounts in the Sources and Uses of Funds Statement. Negative
figures in the Sources of Funds section represent uses of funds, while negative figures in the Uses of Funds Section represent sources of funds.
Details may not add to totals because of rounding.
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300 LARGE CORPORATIONS IN SELECTED INDUSTRIES
[Dollar amounts in millions]
Account
Total assets (end of year). .
Cash Marketable securities
Receivables (net) . •
Inventories




Total liabilities and equity
Notes payable to banks
(short-term)













Sales Depreciation, depletion, and
amortization . . .
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Number of companies





Plant and equipment (net
of depreciation) . ..
Other assets
 2
Total liabilities and equity
Notes payable to banks
(short-term)
Trade notes and accounts
payable ..
Accrued income taxes. . .
Other current liabilities
s. . .










Sales Depreciation, depletion, and
amortization




































































































































































































































































































































































































































































































































































































1 For one or two companies in the food, petroleum, and iron and steel industries, reports for 1949 and 1950 excluded, and for 1948 included, foreign subsidiaries. Balance sheet and income statement data
and sources and uses of funds of these companies for 1949 and 1950 have been adjusted so as to be comparable with earlier years.
2 Includes relatively small amounts of intangibles and current assets not shown separately.
3 Includes current instalments of principal repayments on mortgages and bonds, accrued interest and charges, dividends payable, etc.
4 Includes pension reserves and minority interest in capital stock and surplus.
6 Includes reserves for self-insurance, contingencies, plant replacement, and possible future declines in value of inventories.
6 Excludes nonrecurring charges and credits to income, tax refunds, payments of prior year's taxes, gains on sales of assets, and charges and credits to and from surplus reserves.
7 Data for one company estimated.
8 Includes intangibles.
9 Included with other short- and long-term liabilities.
i° Includes State income and property taxes.
NOTE.—Includes most of the largest companies in each industry group having fiscal years that end on or around December 31 and for which data are available in investment manuals and company reports
to stockholders. Manufacturing and trade groups include only companies with end-of-year 1950 total assets of 10 million dollars and over; railroads, Class I roads with total assets of 270 million and over;
utilities, Class A and B electric and gas companies with total assets of 95 million and over; communications, American Telephone and Telegraph Company and principal subsidiaries comprising the Bell System.
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